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On Jan. 20 US Trade Representative Clayton Yeutter told a small group of reporters in Washington
that talks with Willy de Clercq, commissioner of external affairs of the European Community (EC)
scheduled for Jan. 23-24 were the "last chance" to solve a dispute that is threatening to escalate
into a major trade war. The dispute emerged as a result of changes in Spanish and Portuguese
agricultural trade restrictions, required by the European Community (EC) as part of the terms under
which those two countries became EC members on March 1. According to Yeutter, under these
terms, Spain replaced its 20% tariff on corn and sorghum with a "variable levy" that is equal to an
effective tariff of over 100%. Under international law, the US has a right to compensation from the
EC equal to the trade lost resulting from the higher tariffs. Present differences between Washington
and the EC are focused on the level of compensation. The US demands EC action to offset $400
million in lost US export sales, which Yeutter said is likely a low estimate of actual losses. He added
that since the EC restrictions went into effect, US exporters have already lost $300 million in annual
sales. The trade representative said the $400 million figure is based on the fact that the US exported
just under three million MT of feed grains to Spain in 1983-84. At that time, Spain imported a total
of 4.4 million tons of feed grain from the whole world; consequently, the US had about two-thirds
of the Spanish market. Yeutter explained that the EC has argued the 1983-84 numbers are too high
and that imports have been declining throughout the decade. EC officials say the total import figure
should be 3.2 million rather than 4.4 million MT. One-half of the 3.2 million tons should be reserved
for EC countries, they say, and one-half for the rest of world, of which about two-thirds or one
million tons would go to the US based on its historical percentage of Spanish feed grain exports.
The US trade official stated the EC is offering compensation based on the one million ton figure,
which he described as totally inadequate. When asked if the US would consider extending its Jan.
30 deadline for settlement of the compensation issue, Yeutter said the possibility for extension was
"between slim and none." He added that the US plans to raise duties to 200% on a number of major
commodities imported from the EC on that date. Yeutter indicated a growing trade dispute with
the EC would likely make the multilateral trade negotiations underway in Geneva more difficult,
particularly in the area of agricultural commodities.
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